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February 21, 2012

Discussion of Water Rate Impacts

On February 17, 2012 the Detroit Free Press ran an article entitled “Brace for Water Rate Boost”. In this
article, Grosse Pointe Shores was shown with a 28.9% increase. This information posted in the article is

misleading and is discussed in the following paragraphs,

At the January 3, 2012 Council work session, HRC reported that the anticipated revenue requirement
would likely increase 10% due to across the board system increases and another 10% due to the increase
in GPS Peak Hour flows. The actual increase was 19.1%. HRC projected the GPS revenue requirement
to go from $398,208 to $478,058. According to DWSD, GPS’s proposed revenue requirement for FY
2012-2013 is $474.255. If GPS internally uses the same volume to forecast retail rates as last year, the
rate increase on the DWSD portion of the rate needed to cover DWSD costs would only need to be
increased 19.1%. Additional information is shown befow as found on the attached rate calculation sheets:

FY 2011 -2012 FY 2012 -2013 Percent Change |
Revenue Requirement $598,208 $474,235 19.1%
Fixed Monthly Payment $10,535 $16.962 61.0%
Rate per MCF $12.08 $13.54 12.1%
Anticipated Volume (MCF) 22,500 20,000 -L1.1%

The percent change of the fixed monthly payment is consistent with DWSD changing from 23% fixed
costs to 40% fixed cost, or a 60% increase in that item, as discussed in the two Council meetings.

The percent change shown in the Free Press article is the difference between the proposed revenue
requirement for next fiscal year (FY 2012-2013) and what the revenue collected from the City would have
been under the current rate year (FY 2011-2012) but with the lower volume. This is not actual volume
but this coming year’s (FY 2012-2013) negotiated lower volumes. DWSD does not use the proposed
revenue requirements from last year which the rates were based on. Thus, a direct comparison is not
made. This is especially problematic if a community is going down in volume as the City is.

GPS revenue requirements for last year (FY 2011-2012) were based on a volume of 22,500 MCF (1 MCF
= 1,000 cubic feet). Upon actual system performance, the volume was renegotiated lower to 20,000 MCF
or an 11% reduction for the next three years. DWSD reruns the current revenue requirement model with
the new volume, which shows the revenue collected by DWSD to be approximately $30,000 less than
projected or $368,020, and then compares that to the new revenue requirement of $474,255 showing the
28.9% change. This over exaggerates the so called rate increase.

To compare year to vear costs, you have to convert back to a common unit or $/MCF which is essentially
what DWSD did. However, they used the lower of the two volumes instead of keeping last year’s volume
as used to calculate last year’s rate. Below is a comparison of how this affected other customers:
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As Reported Actual Change in Revenue Requirement

Community Rev Under Exist Prop. Rev Req % Variance 201(-12 Rev Req 2012-13 Rev Reg%% Variance
Canton g 0463,77t  § 10,249,942 8.31% s 5463302 % 10,249,942 8.31%
Sterling Heights  §  11,985372 §  [3,058896 8.96% $ 11819373 8 13,058,896 10.49%
Utica S 417876 % 432,137 8.20% $ 417,836 § 452,137 8.20%
Wixom g 1,834,720 3 2,001 400 7.91% S 1,801,083 % 2,001,400 [1.12%
Keego Harbor 8 213,584 § 229318 7.37% ) 213,622 S 229318 7.35%
Plymouth Twp  $ 4713320 $ 3,572,213 -24.21% \) 4070420 S 3,572,213 -12.24%
Rochester Hills % 9379796 § 10,676,229 8.06% S 0879048 S 10,676,229 8.07%
SOCWA S 18,173,772 19,792,309 3.9t% g 18,169,060 S 19,792,309 3.93%
GPS Y 368,020 $ 474,255 28.87% b 398208 S 474,255 19.10%
Romeo S 234,818 $ 227,303 -3.12% S 234,763 8§ 227,303 -3.09%
Sylvan Lake S 154,842 § 180,474 16.33% 5 165398 § 180,474 9.11%

If vou have any questions or require any additional information, please contact the undersigned.
Very truly yours,

HUBBELL, ROTH & CLARK, INC.

Engineering. Environment, Exceilence.
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COM\/IUVITY Grosse Pt. Shores

Cet Dmds Units of Applied Allocated Cost Recovery

Service Category or Proxies Service Units Unit Cost Caosts Fixed /¢ Commodity
mgd Mefdeay Mcfday ~
Commodity {a) 61.6 66.0 $201.54 $13,301 $0 $13,301 %
Max Day Usage 1.4 191.2 195.6 895.75 175,177 84,679 90,498 |
Peak Hour Usage 2.3 3128 317.2 0.00 0 0 0 3
Peak Hour Increment 121.6 264.06 32,123 ] 32,123
ﬁ Commodity Distance 18.9 miles [,247.4 0.00 0 0 0 B
[ ] Max Day Distance 72,53, 3,696.1 0.00 0 0
: "i Peak Hour Use Distance f3%3) 3,9953 §.24 49,423 31,333
| Peak Hour Incr Distance (41565, 2,299.2 0.00 0 0
; { Commodity Distance-El 18.9 miles (b 1,247.4 11.57 14,429 0
Gﬁ Max Day Distance-Elevation (2)%9) 3,696.1 1.41 5,204 0
. Peak Hour Use Distance-Elevation (3)%9) 5,995.3 12.74 76,386 0
Peak Hour Incr Distance-Elevation (4)*(9) 2,299.2 9.46 0
| Customer B (Meters) 283 eq 5. 8" mirs 24.80
‘i Wholesale Customer Support 66.0 31.29

{ Total FY 2012 Revenue Requirement
3!?

, JFY 2012 Billing Units

a) Lmts of Serwce = cmnua! volume on Lme ! 6 13635 days Apphed U mts mclua’e allocated \«on Revem;e

(unaccounted for) Water @ 7. 1% of sales based on distance facior,
b Elevation Factor = 387 - 610 = 0 feer ' 10.56 = 0.0 miles + 18.9 miles = 8.9 miles.

c) 709/ of the Capz{al pomon of "Plant" and "Pipe” categories plus all of ”Ot/:ei categories.
R R e e e I S D e M e B

] Unit Costs - $/Mcf Water Sales Cost Recovery : ]
} TOTAL Comm/'d Max Day PH Use PH Incr TOTAL Fived Commaodity 52;‘
{Regular (Lines I-4) 0.59 7.79 - 1.43 9.80 3.76 6.04 g{

3 Distance (Lines 3-8 - - 2.20 - 2.20 /.39 0.80

1Dist/Elev (Lines 9-12) (.64 0.23 3.39 0.97 5.23 3.23
dOther (Lines 13-19) 0.46 0.46 0.46 -

1.69 8.02 5.39 2.39 17.70 J.62 12.08
0.39 7.79 8.38 3.76 6.04
| Pipes / Meters 0.46 - 2.20 - 2.66 {85 0.80
torage / Pumping 0.64 0.23 339 2.39 6.66 -
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COMMUNITY:

. Service Category

l Commodity

2 Max Day Usage
8% Peak Hour Usage
4 Peak Hour Increment
5 Commodity Distance
ﬁ Max Day Distance

{ Peak Hour Use Distance
8 Peak Hour [ner Distance
.| Commodity Distance-El

_ lﬁl Max Day Distance-Elevation

"FY 2012-13 PROPOSED RATE CALCULATION

Ccet Dmds

ot Proxies

Grosse Pt. Shores

Units of

Service

mgd
faj
14
2.7

Mefiday
54.8
191.2
364.9

18.9 miles

B 1| Peak Hour Use Distance-Elevation
12 Peak Hour Incr Distance-Elevation

Customer B (veters}

]’4 Wholesale Customer Support

1 Total FY 2013 Revenue Requirement

12%45)
(3*3)

I4E5)

18.9 miles (b)

2)*9)
(3)%9)
(#)*(9)

Applied
Units.

Mefday ~
58.9
195.3
369.0
173.8
1,113.2
3,690.5
6,975.0
3,284.5
1,113.2
3,690.5
6,975.0
3,284.5

283 eq 38" mirs

58.9

Unit Cost

$214.33
997.27
0.00
269.05
0.00
0.00
931
0.00
11.78
1.52
13.61
9.88
16.89
4847

Allocated

Costs

512,624
194,730
0
46,756
0

0

Cost Recovery

Fixed rc)

Commodity

$0 $12,624 B
135,607

s9.123 B
0

YFY 2013 Billing Units

e (unaccounted for) Water @ 7.3% of sales based on distance Jactor.
B (1) Elevation Factor = 387 - 610 = 0 feet * 10.36 = 0.0 miles + 18.9 miles = 8.9 miles.

8 (c) [00% of the Capital portion of "Plant” and "Pj,

7 v 2013 Rate Schedule (/6)/717)

8 () Units of Service = annual voluine on Line 167 363 days.

Fived Monthly Charge & Comi

Unit Costs - $/Mcf ater Sales

Applied Units include allocated Non-Revenie

Cost Recovery

Comm'd

Max Day

PH Use

PH Incr

Fived

Commoaodity

7:': Regular {Lines 1-4)

0.63

9.74

2.34

6.78

3.93

X Distance (Lines 3-8)

3.32

3.02

0.30

BB Dist/Elev (Lines 9-12)

0.66

0.28

4.75

1.62

731

B Other (Lines (3-14)

0.38

0.38

B TOTAL

1.67

10.02

3.07

10.18

13.54

B reatment

0.63

Q.74

6.78

3.93

Pipes / Meters

0.38

332

3.40

0.30

0.66

PRELIMINARY PRCPOSED

0.28

TFG

4.75
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